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result of private-owner rehabilitation 
or demolition of the real property, the 
term initiation of negotiations means the 
execution of the Agreement between 
the owner and the HA. 

(Approved by Office of Management and 
Budget under OMB control number 2506–0121) 

[61 FR 48056, Sept. 11, 1996. Redesignated and 
amended at 63 FR 23857, Apr. 30, 1998] 
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Subpart A—Summary and Guide 

§ 883.101 General. 
(a) The purpose of the Section 8 pro-

gram is to provide decent, safe and san-
itary housing for low-income families 
through the use of a system of housing 
assistance payments. These needs may 
be met by statewide or special purpose 
housing agencies established by the 
various States. 

(b) The regulations in this part 883 
contain the policies and procedures ap-
plicable to the Section 8 program for 
these State agencies. 

[61 FR 13592, Mar. 27, 1996] 

§ 883.105 Applicability of part 883 in 
effect as of February 29, 1980. 

(a) Part 883, in effect as of February 
29, 1980, applies to projects for which 
the initial application was submitted 
on or after the February 29, 1980, effec-
tive date. (See 24 CFR part 883, revised 
as of April 1, 1980.) Projects for which 
applications or proposals were sub-
mitted before the February 29, 1980, ef-
fective date of part 883 have been proc-
essed under the part 883 regulations 
and procedures in effect at the date of 
submission. If, however, the agency no-
tified HUD within 60 calendar days of 
the February 29, 1980, effective date of 
the part 883 regulations that they 
chose to have the provisions of part 
883, in effect as of February 29, 1980, 
apply to a specific case, it must have 
promptly modified the application(s) 
and proposal(s) to comply. 

(b) Subpart F of this part, dealing 
with the HAP contract and subpart G 
of this part, dealing with management, 
apply to all projects for which an 
Agreement was not executed before the 
February 29, 1980, effective date of part 
883. In cases where an Agreement has 
been executed: 

(1) The Agency, owner and HUD may 
agree to make the revised subpart F of 
this part applicable and execute appro-
priate amendments to the Agreement 
or Contract; 

(2) The Agency, Owner and HUD may 
agree to make the revised subpart G of 
this part applicable (with or without 
the limitation on distributions) and 
execute appropriate amendments to 
the Agreement or Contract. 
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(c) Section 883.708, Termination of 
Tenancy and Modifications of Leases, 
applies to new families who begin occu-
pancy or execute a lease on or after 30 
days following the February 29, 1980, ef-
fective date of part 883. This section 
also applies to families not covered by 
the preceding sentence, including fami-
lies currently under lease, who have a 
lease in which a renewal becomes effec-
tive on or after the 60th day following 
the February 29, 1980 effective date of 
part 883. A lease is considered renewed 
when both the landlord and the family 
fail to terminate a tenancy under a 
lease permitting either to terminate. 

(d) Notwithstanding the provisions of 
paragraph (b) of this section, the provi-
sions of 24 CFR part 5 (concerning pref-
erences for selection of applicants) 
apply to all projects, regardless of 
when am Agreement was executed. 

[61 FR 13592, Mar. 27, 1996] 

§ 883.106 Applicability and relation-
ships between HUD and State agen-
cies. 

(a) Applicability. This subpart A ap-
plies to contract authority set aside for 
a State Agency. 

(b) General responsibilities and relation-
ships. Subject to audit and review by 
HUD to assure compliance with Fed-
eral requirements and objectives, Hous-
ing Finance Agencies (HFAs) shall as-
sume responsibility for project devel-
opment and for supervision of the de-
velopment, management and mainte-
nance functions of owners. 

(c) Certifications and HUD monitoring. 
(1) Generally, when reviewing any of 
the certifications of an HFA required 
by this part, HUD shall accept the cer-
tification as correct. If HUD has sub-
stantial reason to question the correct-
ness of any element in a certification, 
HUD shall promptly bring the matter 
to the attention of the HFA and ask it 
to provide documentation supporting 
the certifications. When the HFA pro-
vides such evidence, HUD will act in 
accordance with the HFA’s judgment 
or evaluation unless HUD determines 
that the certification is clearly not 
supported by the documentation. 

(2) HUD will periodically monitor the 
activities of HFA’s participating under 
this part only with respect to Section 8 
or other HUD programs. This moni-

toring is intended primarily to ensure 
that certifications submitted and 
projects operated under this part re-
flect appropriate compliance with Fed-
eral law and requirements. 

[61 FR 13592, Mar. 27, 1996] 

Subpart B [Reserved] 

Subpart C—Definitions and Other 
Requirements 

§ 883.301 Applicability. 

The provisions of this subpart are ap-
plicable to newly constructed and sub-
stantially rehabilitated housing allo-
cated contract authority under subpart 
B of this part and processed and con-
structed under the Fast Tract Proce-
dures of subpart D. The definitions con-
tained in § 883.302 and the provisions of 
§ 883.307(b) regarding review and ap-
proval of financing documents, how-
ever, apply to all of this part. 

§ 883.302 Definitions. 

The terms Fair Market Rent (FMR), 
HUD, and Public Housing Agency (PHA) 
are defined in 24 CFR part 5. 

ACC (Annual Contributions Contract). 
The contract between the State Agen-
cy and HUD under which HUD commits 
to provide the Agency with the funds 
needed to make housing assistance 
payments to the Owner and to pay the 
Agency for administrative fees in cases 
where it is eligible for them. 

Agency. See State Agency. 
Agreement—(Agreement to enter into 

Housing Assistance Payments Contract). 
The agreement between the owner and 
the State Agency on new construction 
and substantial rehabilitation projects 
which provides that, upon satisfactory 
completion of the project in accord-
ance with the HUD-approved proposal 
or final proposal, the Agency will enter 
into a Housing Assistance Payments 
Contract with the owner. 

Annual Income. As defined in part 5 of 
this title. 

Assisted unit. A dwelling unit eligible 
for assistance under a Contract. 

Application. A request, submitted by 
a State Agency, to assign a portion of 
its set-aside to a specific jurisdiction 
or project. 
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Contract—(Housing Assistance Pay-
ments Contract). The Contract entered 
into by the owner and the State Agen-
cy upon satisfactory completion of a 
new construction or substantial reha-
bilitation project which sets forth the 
rights and duties of the parties with re-
spect to the project and the payments 
under the Contract. 

Contract Rent. The total amount of 
rent specified in the Contract as pay-
able by the Agency and the tenant to 
the owner for an assisted unit. In the 
case of the rental of only a manufac-
tured home space, ‘‘contract rent’’ is 
the total rent specified in the Contract 
as payable by the Agency and the ten-
ant to the owner for rental of the 
space, including fees or charges for 
management and maintenance services 
with respect to the space, but exclud-
ing utility charges for the manufac-
tured home. 

Decent, safe, and sanitary. Housing is 
decent, safe, and sanitary if it meets 
the physical condition requirements in 
24 CFR part 5, subpart G. 

Existing Housing. Housing assisted 
under a contract entered into pursuant 
to 24 CFR part 882. (See subpart E of 
this part.) 

Fast Track procedures. The procedures 
contained in subpart D for processing 
and construction of new construction 
and substantial rehabilitation projects. 
In order to be eligible for these proce-
dures, a State Agency must provide 
permanent financing without Federal 
mortgage insurance or a Federal guar-
antee except coinsurance under Sec-
tion 244 of the National Housing Act. 

Financing Cost Contingency (FCC). 
The maximum amount of contract au-
thority which may be used to amend 
the Annual Contributions Contract 
(ACC) and Housing Assistance Pay-
ments Contract (HAP Contract) to pro-
vide increased contract rents to cover 
higher than anticipated debt service on 
the loan for a new construction or sub-
stantial rehabilitation project. 

Gross Rent. As defined in part 813 of 
this chapter. 

Household type. The three household 
types are (1) elderly and handicapped, 
(2) family, and (3) large family. 

Housing Assistance Payment. The pay-
ment made to the Owner of an assisted 
unit by the State Agency as provided 

in the Contract. Where the unit is 
leased to an eligible Family, the pay-
ment is the difference between the 
Contract Rent and the Tenant Rent. 
An additional payment is made to the 
Family when the Utility Allowance is 
greater than Total Tenant Payment. In 
the case of a Family renting only a 
manufactured home space as provided 
in § 883.303(i), the Housing Assistance 
Payment is the difference between 
Gross Rent and the Total Tenant Pay-
ment, but such payment may not ex-
ceed the Contract Rent for the space, 
and no additional payment is made to 
the Family. A Housing Assistance Pay-
ment, known as a ‘‘vacancy payment’’, 
may be made to the Owner when an as-
sisted unit is vacant, as provided in 
§ 883.712. 

Housing Assistance Plan (HAP). A 
housing plan submitted by a unit of 
general local or State government and 
approved by HUD as being acceptable 
under the standards of 24 CFR part 570. 

Housing type. The three housing types 
are new construction, substantial reha-
bilitation, and existing housing/mod-
erate rehabilitation. 

HFA (Housing Finance Agency). A 
State Agency which provides perma-
nent financing for newly constructed 
or substantially rehabilitated housing 
processed under subpart D and financed 
without Federal mortgage insurance or 
a Federal guarantee except coinsur-
ance under Section 244 of the National 
Housing Act. 

Independent Public Accountant. Cer-
tified Public Accountant or a licensed 
or registered public accountant, none 
of which has a business relationship 
with the owner or State Agency except 
for the performance of audit, systems 
work and tax preparation. If not cer-
tified, the Independent Public Account-
ant must have been licensed or reg-
istered by a regulatory authority of a 
State or other political subdivision of 
the United States on or before Decem-
ber 31, 1970. In States that do not regu-
late the use of the title ‘‘public ac-
countant,’’ only Certified Public Ac-
countants may be used. 

Moderate rehabilitation. The improve-
ment of dwelling units in accordance 
with HUD requirements, under 24 CFR 
part 882. 
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New construction. Housing for which 
construction starts after execution of 
an Agreement, or housing which is al-
ready under construction when the 
Agreement is executed provided that: 

(a) At the date an application is sub-
mitted to HUD, a substantial amount 
of construction (generally at least 25 
percent) remains to be completed; 

(b) At the date of application to 
HUD, the project cannot be completed 
and occupied by eligible families with-
out assistance under this part; and 

(c) At the time construction was ini-
tiated, all of the parties reasonably ex-
pected that the project would be com-
pleted without assistance under this 
part. 

Override. The difference between an 
HFA’s cost of borrowing on obligations 
issued to finance a new construction or 
substantial rehabilitation project and 
the lending rate at which they provide 
permanent financing for the project. 

Owner. Any private person or entity 
(including a cooperative) or a public 
entity, having the legal right to lease 
or sublease dwelling units assisted 
under this part. The term Owner also 
includes the person or entity submit-
ting a proposal to a State Agency 
under this part. 

Partially-assisted Project. A project for 
non-elderly families under this part 
which includes more than 50 units, of 
which the number of assisted units 
does not exceed the greater of (a) 20 
percent of the units in the project, 
rounded to the next highest whole 
number of units, or (b) the minimum 
percentage required by State law as a 
condition of HFA permanent financing, 
if the Assistant Secretary approves 
such minimum percentage for purposes 
of applicability of this definition. 

Permanent financing. An Agency is de-
termined to provide permanent financ-
ing if HUD determines that (a) the 
Agency permanently finances a project 
from its own funds, including the sale 
of its obligations; or (b) permanent fi-
nancing for projects developed or ad-
ministered by the Agency is provided 
by the State government or by an 
agency or instrumentality thereof 
other than the Agency; or (c) the per-
manent financing (by a public or pri-
vate entity other than the Agency) is 
backed by the commitment of the 

Agency to assume the risks of loss on 
default or foreclosure of the loan. 

Project Account. A specifically identi-
fied and segregated account for each 
project which is established in accord-
ance with § 883.604(b) out of the 
amounts by which the maximum An-
nual Contributions Contract commit-
ment exceeds the amount actually paid 
out under the ACC each year. 

Proposal. A proposal for a project 
that is submitted by an HFA to HUD 
for Section 8 assistance under this 
part. 

Rent. In the case of an assisted unit 
in a cooperative project, rent means 
the carrying charges payable to the co-
operative with respect to occupancy of 
the unit. 

Replacement cost—(a) New construc-
tion. The estimated construction cost 
of the project when the proposed im-
provements are completed. The re-
placement cost may include the land, 
the physical improvements, utilities 
within the boundaries of the land, ar-
chitect’s fees, miscellaneous charges 
incident to construction as approved 
by the Assistant Secretary. 

(b) Substantial rehabilitation. The sum 
of the ‘‘as is’’ value before rehabilita-
tion of the property as determined by 
the Agency and the estimated cost of 
rehabilitation, including carrying and 
finance charges. 

Single Room Occupancy (SRO) Hous-
ing. A unit for occupancy by a single 
eligible individual capable of inde-
pendent living, which does not contain 
food preparation and/or sanitary facili-
ties and is located within a multi-
family structure consisting of more 
than 12 units. 

Secretary. The Secretary of Housing 
and Urban Development (or designee). 

Small Project. A project for non-elder-
ly families under this part which in-
cludes a total of 50 or fewer units (as-
sisted and unassisted). 

State Agency (Agency). An agency 
which has been notified by HUD in ac-
cordance with § 883.203 that it is au-
thorized to apply for a set-aside and/or 
to use the Fast Track Procedures of 
this part. 

Substantial rehabilitation. (a) The im-
provement of a property to decent, safe 
and sanitary condition in accordance 
with the standards of this part from a 
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condition below these standards. Sub-
stantial Rehabilitation may vary in de-
gree from gutting and extensive recon-
struction to the cure of substantial ac-
cumulation of deferred maintenance. 
Cosmetic improvements alone do not 
qualify as Substantial Rehabilitation 
under this definition. 

(b) Substantial Rehabilitation may 
also include renovation, alteration or 
remodeling for the conversion or adap-
tation of structurally sound property 
to the design and condition required 
for use under this part, or the repair or 
replacement of major building systems 
or components in danger of failure. 

(c) Housing on which rehabilitation 
work has already started when the 
Agreement is executed is eligible for 
assistance as a Substantial Rehabilita-
tion project under this part provided: 

(1) At the date of application to HUD, 
a substantial amount of construction 
(generally at least 25 percent) remains 
to be completed; 

(2) At the date of application to HUD, 
the project cannot be completed and 
occupied by eligible families without 
assistance under this part; and 

(3) At the time construction was ini-
tiated, all of the parties reasonably ex-
pected that the project would be com-
pleted without assistance under this 
part. 

Tenant Rent. The monthly amount 
defined in, and determined in accord-
ance with part 813 of this chapter. 

Total Tenant Payment. The monthly 
amount defined in, and determined in 
accordance with part 813 of this chap-
ter. 

Utility Allowance. As defined in part 
813 of this chapter, made or approved 
by HUD. 

Utility reimbursement. As defined in 
part 813 of this chapter. 

Vacancy payments. The housing as-
sistance payment made to the owner 
by the State Agency for a vacant, as-
sisted unit if certain conditions are ful-
filled as provided in the Contract. The 
amount of vacancy payment varies 
with the length of the vacancy period 
and is less after the first 60 days of any 
vacancy. 

Very Low-Income Family. As defined 
in part 813 of this chapter. 

[45 FR 6889, Jan. 30, 1980, as amended at 45 
FR 56326, Aug. 22, 1980; 48 FR 12708, Mar. 28, 
1983; 49 FR 17449, Apr. 24, 1984; 49 FR 19946, 
May 10, 1984; 61 FR 5213, Feb. 9, 1996; 61 FR 
13592, Mar. 27, 1996; 63 FR 46579, Sept. 1, 1998; 
70 FR 77744, Dec. 30, 2005] 

§ 883.306 Limitation on distributions. 

(a) Non-profit owners are not entitled 
to distributions of project funds. 

(b) For the life of the Contract, 
project funds may only be distributed 
to profit-motivated owners at the end 
of each fiscal year of project operation 
following the effective date of the Con-
tract and after all project expenses 
have been paid, or funds have been set 
aside for payment, and all reserve re-
quirements have been met. The first 
year’s distribution may not be made 
until the HFA certification of project 
costs, (See § 883.411), where applicable, 
has been submitted to HUD. The HFA 
must certify that distributions will not 
exceed the following maximum re-
turns: 

(1) For projects for elderly families, 
the first year’s distribution will be lim-
ited to 6 percent on equity. The Assist-
ant Secretary may provide for in-
creases in subsequent years’ distribu-
tions on an annual or other basis so 
that the permitted return reflects a 6 
percent return on the value, in subse-
quent years, as determined in accord-
ance with HUD guidelines, of the ap-
proved initial equity. Any such adjust-
ments will be made in accordance with 
a Notice in the FEDERAL REGISTER. The 
HFA may approve a lesser increase or 
no increase in subsequent years’ dis-
tributions. 

(2) For projects for non-elderly fami-
lies the first year’s distribution will be 
limited to 10 percent on equity. The 
Assistant Secretary may provide for 
increases in subsequent years’ distribu-
tions on an annual or other basis so 
that the permitted return reflects a 10 
percent return on the value, in subse-
quent years, as determined in accord-
ance with HUD guidelines, of the ap-
proved initial equity. Any such adjust-
ments will be made in accordance with 
a Notice in the FEDERAL REGISTER. The 
HFA may approve a lesser increase or 
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no increase in subsequent years’ dis-
tributions. 

(c) For the purpose of determining 
the allowable distribution, an owner’s 
equity investment in a project is 
deemed to be 10 percent of the replace-
ment cost of the part of the project at-
tributable to dwelling use accepted by 
the HFA at cost certification (See 
§ 883.411), or as specified in the Proposal 
where cost certification is not re-
quired, unless the owner justifies a 
higher equity contribution through 
cost certification documentation ac-
cepted by the HFA. 

(d) Any short-fall in return may be 
made up from surplus project funds in 
future years. 

(e) If the HFA determines at any 
time that surplus project funds are 
more than the amount needed for 
project operations, reserve require-
ments and permitted distributions, the 
HFA may require the excess to be 
placed in a separate account to be used 
to reduce housing assistance payments 
or for other project purposes. Upon ter-
mination of the Contract, any excess 
project funds must be remitted to 
HUD. 

(f) Owners of small projects or par-
tially assisted projects are exempt 
from the limitation on distributions 
contained in paragraphs (b) through (d) 
of this section. 

(g) HUD may permit increased dis-
tributions of surplus, in excess of the 
amounts otherwise permitted, to prof-
it-motivated owners who participate in 
a HUD-approved initiative or program 
to preserve below-market housing 
stock. The increased distributions will 
be limited to a maximum amount 
based on market rents and calculated 
according to HUD instructions. Funds 
that the owner is authorized to retain 
under section 236(g)(2) of the National 
Housing Act are not considered dis-
tributions to the owner. 

(h) Any State or local law or regula-
tion that restricts distributions to an 
amount lower than permitted by this 
section or permitted by the Commis-
sioner under this paragraph (h) is pre-
empted as provided by section 524(f) of 

the Multifamily Assisted Housing Re-
form and Affordability Act of 1997. 

[45 FR 6889, Jan. 30, 1980, as amended at 65 
FR 61075, Oct. 13, 2000; 65 FR 68891, Nov. 15, 
2000] 

§ 883.307 Financing. 
(a) Types of financing. A State Agency 

that used the Fast Track Procedures 
formerly in this part must provide per-
manent financing for any new con-
struction or substantial rehabilitation 
project without Federal mortgage in-
surance, except coinsurance under sec-
tion 244 under the National Housing 
Act (12 U.S.C. 1701 et seq). Obligations 
issued by the HFA for this purpose may 
be taxable under section 802 of the 
Housing and Community Development 
Act of 1974 (42 U.S.C. 1440) or tax-ex-
empt under section 103 of the Internal 
Revenue Code (26 U.S.C. 103), 24 CFR 
part 811 or other Federal Law. 

(b) HUD approval. (1) A State Agency, 
prior to receiving HUD approval of its 
first New Construction or Substantial 
Rehabilitation Proposal using contract 
authority under this part, must submit 
copies of the documents relating to the 
method of financing Section 8 projects 
to HUD for review. These documents 
shall include bond resolutions or inden-
tures, loan agreements, regulatory 
agreements, notes, mortgages or deeds 
of trust and other related documents, if 
any, but does not need to include the 
‘‘official statement’’ or copies of the 
prospectus for individual bond issues. 
HUD review will be limited to making 
certain that the documents are not in-
consistent with or in violation of these 
regulations and the administrative pro-
cedures used to implement them. After 
review, HUD must notify the Agency 
that the documents are acceptable or, 
if unacceptable, will request clarifica-
tion or changes. This review and ap-
proval will meet the requirements of 24 
CFR 811.107(a). 

(2) When an Agency which has re-
ceived HUD approval of its financing 
documents proposes substantive 
changes in them which affect the Sec-
tion 8 program, the revised documents 
must be submitted for review. HUD re-
view will be limited to the areas indi-
cated in paragraph (b)(1) of this section 
and must be carried out promptly. 
HUD will notify the Agency that the 
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revised documents are acceptable, or, if 
unacceptable, will request clarification 
or changes. 

(3) The review and approval of financ-
ing documents required under 24 CFR 
part 811 will constitute HUD approval 
under this section. 

(4) The Agency must retain in its 
files, and make available for HUD in-
spection, the documentation relating 
to its financing of Section 8 projects, 
including any relating to the certifi-
cations of compliance with applicable 
Department of Treasury or HUD regu-
lations (24 CFR part 811) regarding tax- 
exempt financing. 

(c) Pledge of Contracts. The HFA or 
owner may pledge, or offer as security 
for any loan or obligation, an Agree-
ment, Contract, or ACC entered into 
pursuant this part provided that such 
security is in connection with a project 
constructed pursuant to this part. Any 
pledge of the Agreement, Contract, or 
ACC, or payments thereunder will be 
limited to the amounts payable under 
the Contract or ACC in accordance 
with its terms. If the pledge or other 
document provides that all payments 
will be paid directly to the HFA, other 
mortgagee or the trustee for bond-
holders, the HFA, other mortgagee or 
trustee may make all payments or de-
posits required under the mortgage or 
trust indenture and remit any excess 
to the owner. 

(d) Foreclosure and other transfers. In 
the event of assignment, sale, or other 
disposition of the project or the con-
tracts agreed to by the HFA and ap-
proved by HUD (which approval shall 
not be unreasonably delayed or with-
held), foreclosure, or assignment of the 
mortgage or deed in lieu of foreclosure, 

(1) The Agreement, the Contract and 
the ACC will continue in effect, and 

(2) Housing assistance payments will 
continue in accordance with the terms 
of the Contract, unless approval to 
amend or terminate the Agreement, 
the Contract or the ACC has been ob-
tained from the Assistant Secretary. 

(e) In the case of a newly constructed 
or substantially rehabilitated manu-
factured home park, the principal 
amount of any mortgage attributable 
to the rental spaces in the park may 
not exceed an amount per space deter-

mined in accordance with § 207.33(b) of 
this title. 

[45 FR 6889, Jan. 30, 1980, as amended at 45 
FR 56327, Aug. 22, 1980; 48 FR 12709, Mar. 28, 
1983; 49 FR 17449, Apr. 24, 1984; 61 FR 13592, 
Mar. 27, 1996] 

§ 883.308 Adjustments to reflect 
changes in terms of financing. 

(a) Certifications of projected financing 
terms. When an HFA, under this part, 
provides permanent financing for a 
project through the issuance of obliga-
tions and these are not sold until after 
the contract rents for a project have 
been set, the HFA must submit, with 
the Proposal, a certification of: 

(1) Its projected rate of borrowing 
(net interest cost), based on a reason-
able evaluation of market conditions, 
on obligations issued to provide in-
terim and permanent financing for the 
project, 

(2) The projected cost of borrowing to 
the owner on interim financing for the 
project, 

(3) The projected loan amount for the 
project, 

(4) The projected cost of borrowing 
and the term of the permanent financ-
ing to be provided to the owner for the 
project, 

(5) The projected annual debt service 
for the permanent financing on which 
the Contract Rents are based, and 

(6) The override, if any. 
(b) Revised certifications. If, at any 

time prior to the execution of the 
Agreement, the terms and conditions 
of financing change, other than the 
HFA’s projected cost of borrowing, the 
HFA must submit revised certifi-
cations based upon the new terms. 

(c) Certifications of actual financing 
terms. After a project has been perma-
nently financed, the HFA must submit 
a certification which specifies the ac-
tual financing terms. The items that 
must be included in this certification 
include: 

(1) The HFA’s actual cost of bor-
rowing (net interest cost) on obliga-
tions from which funds were used to 
permanently finance the project, 

(2) The override, if any, added to the 
actual cost of borrowing on obligations 
in setting the rate of lending to the 
owner, 
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(3) The annual debt service to the 
owner for the permanent financing on 
which contract rents are based; and, 

(4) The actual loan amount and the 
term on which the annual debt service 
is based. 

(d) Reduction of Contract Rents. If the 
actual debt service to the owner under 
the permanent financing is lower than 
the anticipated debt service on which 
the Contract Rents were based, the ini-
tial Contract Rents, or the Contract 
Rents currently in effect, must be re-
duced commensurately, and the 
amount of the savings credited to the 
project account. 

(e) Increase of Contract Rents. This 
paragraph (e) applies only if the HFA is 
using its set-aside for the project and it 
is processed under subpart D. If the ac-
tual debt service to the owner under 
the permanent financing is higher than 
the anticipated debt service on which 
the Contract Rents are based, the ini-
tial Contract Rents or the Contract 
Rents currently in effect may, if suffi-
cient contract and budget authority is 
available, be increased commen-
surately based on the certification sub-
mitted under paragraph (c) of this sec-
tion. The amount of this increase may 
not exceed the amount of the Financ-
ing Cost Contingency (FCC) authorized 
but not reserved for the project at the 
time the proposal is approved. The ad-
justment must not exceed the amount 
necessary to reflect an increase in debt 
service (based on the difference be-
tween the projected and actual terms 
of the permanent financing) resulting 
from an increase over the projected in-
terest rate of not more than: 

(1) One and one-half percent if the 
projected override was three-fourths of 
one percent or less, or 

(2) One percent if such projected 
override was more than three-fourths 
of one percent but not more than one 
percent, or 

(3) One-half of one percent if such 
projected override was more than one 
percent. 

(f) Recoupment of savings in financing 
costs. In the event that interim financ-
ing is continued after the first year of 
the term of the Contract and the debt 
service of the interim financing for any 
period of three months after such first 
year is less than the anticipated debt 

service under the permanent financing 
on which the Contract Rents were 
based, an appropriate amount reflect-
ing the savings in financing cost will 
be credited by HUD to the Project Ac-
count and withheld from housing as-
sistance payments payable to the 
owner. If during the course of the same 
year there is any period of three 
months in which the debt service is 
greater than the anticipated debt serv-
ice under the projected permanent fi-
nancing, an adjustment will be made so 
that only the net amount of savings in 
debt service for the year is credited by 
HUD to the Project Account and with-
held from housing assistance payments 
to the owner. No increased payments 
will be made to the owner on account 
of any net excess for the year of actual 
interim debt service over the antici-
pated debt service under the permanent 
financing. Nothing in this paragraph 
will be construed as requiring a perma-
nent reduction in the Contract Rents 
or precluding adjustments of Contract 
Rents in accordance with paragraphs 
(d) or (e) of this section. 

(g) Compliance with other regulations. 
The HFA must also submit a certifi-
cation specifying: 

(1) That the terms of financing, the 
amount of the obligations issued with 
respect to the project and the use of 
the funds will be in compliance with 
any regulation governing the issuance 
of the obligations, e.g., Department of 
the Treasury regulations regarding ar-
bitrage or HUD regulations regarding 
Tax Exemption of Obligations of Public 
Housing Agencies (24 CFR part 811), 
and 

(2) That the override, if any, on the 
permanent financing for the project 
will not be greater than the projected 
override nor greater than the override 
allowed for the borrowing as a whole 
under applicable regulations, e.g., the 
Department of Treasury regulations re-
garding arbitrage. The certifications 
required under 24 CFR 811.107(a)(2) will 
be sufficient to meet the certification 
requirements of this paragraph (g). 

§ 883.310 Property standards. 

(a) New Construction. Projects must 
comply with: 

(1) [Reserved] 
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(2) In the case of manufactured 
homes, the Federal Manufactured 
Home Construction and Safety Stand-
ards, pursuant to Title VI of the Hous-
ing and Community Development Act 
of 1974, and 24 CFR part 3280; 

(3) In the case of congregate or single 
room occupant housing, the appro-
priate HUD guidelines and standards, 

(4) HUD requirements pursuant to 
Section 209 of the Housing and Commu-
nity Development Act of 1974 for 
projects for the elderly or the handi-
capped; 

(5) HUD requirements pertaining to 
noise abatement and control; and 

(6) Applicable state and local laws, 
codes, ordinances, and regulations. 

(b) Substantial Rehabilitation. Projects 
must comply with: 

(1) [Reserved] 
(2) In the case of congregate or single 

room occupant housing, the appro-
priate HUD guidelines and standards, 

(3) HUD requirements pursuant to 
Section 209 of the HCD Act for projects 
for the elderly or the handicapped; 

(4) HUD requirements pertaining to 
noise abatement and control; 

(5) The Lead-Based Paint Poisoning 
Prevention Act (42 U.S.C. 4821–4846), 
the Residential Lead-Based Paint Haz-
ard Reduction Act of 1992 (42 U.S.C. 
4851–4856), and implementing regula-
tions at part 35, subparts A, B, H, and 
R of this title. 

(6) Applicable State and local laws, 
codes, ordinances, and regulations. 

(c) Smoke detectors—(1) Performance re-
quirement. After October 30, 1992, each 
dwelling unit must include at least one 
battery-operated or hard-wired smoke 
detector, in proper working condition, 
on each level of the unit. If the unit is 
occupied by hearing-impaired persons, 
smoke detectors must have an alarm 
system, designed for hearing-impaired 
persons, in each bedroom occupied by a 
hearing-impaired person. 

(2) Acceptability criteria. The smoke 
detector must be located, to the extent 
practicable, in a hallway adjacent to a 
bedroom, unless the unit is occupied by 
a hearing-impaired person, in which 
case each bedroom occupied by a hear-
ing-impaired person must have an 

alarm system connected to the smoke 
detector installed in the hallway. 

[45 FR 6889, Jan. 30, 1980, as amended at 50 
FR 9269, Mar. 7, 1985; 57 FR 33851, July 30, 
1992; 63 FR 46579, Sept. 1, 1998; 64 FR 50227, 
Sept. 15, 1999] 

§ 883.313 Audit. 
(a) Where housing assistance under 

the Section 8 Program is provided for 
projects developed by State agencies, 
these agencies shall follow audit re-
quirements in 24 CFR part 44. 

(b) Where a nonprofit organization is 
the eligible owner of a project receiv-
ing financial assistance under this 
part, the audit requirements in 24 CFR 
part 45 shall apply. 

[50 FR 39092, Sept. 27, 1985; 51 FR 30480, Aug. 
27, 1986, as amended at 57 FR 33257, July 27, 
1992] 

Subparts D–E [Reserved] 

Subpart F—Housing Assistance 
Payments Contract 

§ 883.601 Applicability. 
The provisions of this subpart apply 

to new construction and substantial re-
habilitation projects using contract au-
thority allocated under subpart B, Al-
location and Assignment of Contract 
Authority, or processed and con-
structed under subpart D, Fast Track 
Procedures. 

§ 883.602 The contract. 
(a) Contract. The Housing Assistance 

Payments Contract sets forth rights 
and duties of the owner and State 
Agency with respect to the project and 
the Housing Assistance payments. 

(b) Housing Assistance Payments to 
Owners under the Contract. The Housing 
Assistance Payments made under the 
Contract are: 

(1) Payments to the owner to assist 
eligible families leasing assisted units, 
and 

(2) Payments to the owner for vacant 
assisted units (‘‘vacancy payments’’) if 
the conditions specified in § 880.611 of 
this chapter are satisfied. 
The housing assistance payments are 
made monthly by the State Agency 
upon proper requisition by the owner, 
except payments for vacancies of more 
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than 60 days, which are made semi-an-
nually by the Agency upon proper req-
uisition by the owner. 

(c) Amount of Housing Assistance Pay-
ments to the Owner. (1) The amount of 
the housing assistance payments made 
to the owner of a unit being leased by 
an eligible family is the difference be-
tween the contract rent for the unit 
and the tenant rent payable by the 
family. 

(2) A housing assistance payment will 
be made to the owner for a vacant as-
sisted unit in an amount equal to 80 
percent of the contract rent for the 
first 60 days of vacancy, subject to the 
conditions in § 880.611 of this chapter. If 
the owner collects any tenant rent or 
other amount for this period which, 
when added to this vacancy payment, 
exceeds the contract rent, the excess 
must be repaid as the Agency directs in 
accordance with HUD guidelines. 

(3) For a vacancy that exceeds 60 
days, a housing assistance payment for 
the vacant unit will be made, subject 
to the conditions in § 880.611 of this 
chapter, in an amount equal to the 
principal and interest payments re-
quired to amortize that portion of the 
debt attributable to the vacant unit for 
up to 12 additional months. 

(d) Payment of utility reimbursement. 
Where applicable, the Utility Reim-
bursement will be paid to the Family 
as an additional Housing Assistance 
Payment. The Contract will provide 
that the Owner will make this payment 
on behalf of the Agency. Funds will be 
paid to the Owner in trust solely for 
the purpose of making this additional 
payment. If the Family and the utility 
company consent, the Owner may pay 
the Utility Reimbursement jointly to 
the Family and the utility company or 
directly to the utility company. 

[45 FR 6889, Jan. 30, 1980, as amended at 49 
FR 19946, May 10, 1984; 61 FR 13593, Mar. 27, 
1996] 

§ 883.603 Term of contract. 
(a) New Construction. The term of the 

Contract will be governed by the fol-
lowing provisions: 

(1) For assisted units in a project fi-
nanced with the aid of a loan insured 
by the Federal government (including 
coinsurance under Section 244 of the 
National Housing Act) or a loan made, 

guaranteed or intended for purchase by 
the Federal government and for as-
sisted units in newly constructed man-
ufactured home parks, the term of the 
Contract will be 20 years. 

(2) For assisted units in a project 
owned by or financed by a loan or loan 
guarantee from a State or local agen-
cy, where the assisted units are in-
tended for occupancy by non-elderly 
families and where it is located in an 
area designated by the Assistant Sec-
retary as one requiring special finan-
cial assistance, the Contract will be for 
an initial term of 20 years for any 
dwelling unit, with provision for re-
newal for additional terms of not more 
than 5 years each. The total term of 
initial and renewal terms will not ex-
ceed the lesser of (i) 40 years for any 
dwelling unit, or (ii) the term of the 
permanent financing (but not less than 
20 years). 

(3) For assisted units in all other 
projects, the Contract will be for an 
initial term of 20 years for any dwell-
ing unit, with provision for renewal for 
additional terms of not more than 5 
years each. The total term of initial 
and renewal terms will not exceed the 
lesser of (i) 30 years for any dwelling 
unit, or (ii) the term of the permanent 
financing (but not less than 20 years). 

(b) Substantial Rehabilitation. The 
Contract will be for a term which is 
consistent with paragraph (b)(1) and 
with paragraph (b) (2), (3), or (4) of this 
section. 

(1) The Contract term will cover the 
longest term, but not less than 20 
years, of a single credit instrument 
covering: 

(i) The cost of rehabilitation or 
(ii) The existing indebtedness, or 
(iii) The cost of rehabilitation and 

the refinancing of the existing indebt-
edness, or 

(iv) The cost of rehabilitation and 
the acquisition of the property; and 

(2) For assisted units in a project fi-
nanced with the aid of a loan (includ-
ing coinsurance under Section 244 of 
the National Housing Act), or a loan 
made, guaranteed or intended for pur-
chase by the Federal Government, and 
for assisted units in a substantially re-
habilitated manufactured home park, 
the term of the Contract will not ex-
ceed 20 years; or 
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(3) For assisted units in a project 
owned or financed by a loan or loan 
guarantee from a State or local agency 
where the assisted units are intended 
for occupancy by non-elderly families 
and where it is located in an area des-
ignated by the Assistant Secretary as 
one requiring special financial assist-
ance, the Contract will be for an initial 
term of 20 years for any dwelling unit. 
There will be a provision for renewal 
for additional terms of not more than 5 
years each. The total of initial and re-
newal terms will not exceed the lesser 
of (i) 40 years for any dwelling unit, or 
(ii) the term of the permanent financ-
ing (but not less than 20 years); or 

(4) For assisted units in projects fi-
nanced other than as described in para-
graph (b) (2) or (3) of this section, the 
Contract will be for an initial term of 
20 years for any dwelling unit. There 
will be a provision for renewal for addi-
tional terms of not more than 5 years 
each. The total of initial and renewal 
terms will not exceed the lesser of (i) 30 
years for any dwelling unit, or (ii) the 
term of the permanent financing (but 
not less than 20 years). 

(c) Staged Projects. If a project is com-
pleted in stages, the term of the Con-
tract must relate separately to the 
units in each stage unless the Agency 
and the owner agree that only the 
units in the first stage will be assisted 
for the maximum term of the Contract. 
The total Contract term, for the units 
in all stages, beginning with the effec-
tive date of the Contract for the first 
stage, may not exceed the overall max-
imum term allowable for any one unit 
under this section, plus two years. 

[45 FR 56327, Aug. 22, 1980, as amended at 48 
FR 12710, Mar. 28, 1983; 49 FR 17449, Apr. 24, 
1984] 

§ 883.604 Maximum annual commit-
ment and project account. 

(a) Maximum annual commitment. The 
maximum annual contribution that 
may be contracted for in the ACC is 
the total of the contract rents and util-
ity allowances for all assisted units in 
the project, plus the HUD-approved 
fees, if any, for State Agency adminis-
tration of the Contract. (See § 883.606) 

(b) Project Account. (1) A project ac-
count will be established and main-
tained by HUD as a specifically identi-

fied and segregated account for each 
project. The account will be estab-
lished out of the amounts by which the 
maximum annual commitment exceeds 
the amount actually paid out under the 
ACC each year. Payments will be made 
from this account for housing assist-
ance payments (and fees for Agency 
admininstration, if appropriate) when 
needed to cover increases in contract 
rents or decreases in tenant rents and 
for other costs specifically approved by 
the Secretary. 

(2) Whenever a HUD-approved esti-
mate of required payments under the 
ACC for a fiscal year exceeds the max-
imum annual commitment and would 
cause the amount in the project ac-
count to be less than 40 percent of the 
maximum, HUD will, within a reason-
able period of time, take such addi-
tional steps authorized by Section 
8(c)(6) of the 1937 Act, as may be nec-
essary, to assure that payments under 
the ACC will be adequate to cover in-
creases in contract rents and decreases 
in tenant rents. 

[45 FR 6889, Jan. 30, 1980, as amended at 61 
FR 13593, Mar. 27, 1996] 

§ 883.605 Leasing to eligible families. 
The provisions of § 880.504 of this 

chapter apply, subject to the require-
ments of § 883.105. 

[61 FR 13593, Mar. 27, 1996] 

§ 883.606 Administration fee. 
(a) The State Agency is responsible 

for administration of the Contract sub-
ject to periodic review and audit by 
HUD. 

(b) The Agency is entitled to a rea-
sonable fee, determined by HUD, for 
administering a Contract on newly 
constructed or substantially rehabili-
tated units provided there is no over-
ride on the permanent loan granted by 
the Agency to the owner for a project 
containing assisted units. 

§ 883.607 Default by owner and/or 
agency. 

(a) Rights of Owner if Agency defaults 
under Agreement or Contract. The ACC, 
the Agreement and the Contract will 
provide that, in the event of failure of 
the Agency to comply with the Agree-
ment or Contract with the owner, the 
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owner will have the right, if he/she is 
not in default, to demand that HUD in-
vestigate. HUD will first give the Agen-
cy a reasonable opportunity to take 
corrective action. If HUD determines 
that a substantial default exists, HUD 
will assume the Agency’s rights and 
obligations under the Agreement or 
Contract and meet the obligations of 
the Agency under the Agreement or 
Contract including the obligation to 
enter into the Contract. 

(b) Rights of HUD if Agency defaults 
under ACC. The ACC will provide that, 
if the Agency fails to comply with any 
of its obligations, HUD may determine 
that there is a substantial default and 
require the Agency to assign to HUD 
all of its rights and interests under the 
Contract; however, HUD will continue 
to pay annual contributions in accord-
ance with the terms of the ACC and the 
Contract. Before determining that an 
Agency is in substantial default, HUD 
will give the Agency a reasonable op-
portunity to take corrective action. 

(c) Rights of Agency and HUD if Owner 
defaults under Contract. (1) The Con-
tract will provide that if the Agency 
determines that the owner is in default 
under the Contract, the Agency will 
notify the owner, and lender, if applica-
ble, with a copy to HUD, 

(i) Of the actions required to be 
taken to cure the default, 

(ii) Of the remedies to be applied by 
the Agency including specific perform-
ance under the Contract, abatement of 
housing assistance payments and re-
covery of overpayments, where appro-
priate; and 

(iii) That, if he/she fails to cure the 
default, the Agency has the right to 
terminate the Contract or to take 
other corrective action, in its discre-
tion. 

(2) If the Agency provided the perma-
nent financing, the Contract will also 
provide that HUD has an independent 
right to determine whether the owner 
is in default and to take corrective ac-
tion and apply appropriate remedies, 
except that HUD will not have the 
right to terminate the Contract with-
out proceeding in accordance with 
paragraph (c) of this section. 

§ 883.608 Notice upon contract expira-
tion. 

The provisions of § 880.508 of this 
chapter apply, subject to the require-
ments of § 883.105. 

[61 FR 13593, Mar. 27, 1996] 

Subpart G—Management 

§ 883.701 Cross-reference. 
All of the provisions of part 880, sub-

part F, of this chapter apply to 
projects assisted under this part, sub-
ject to the requirements of § 883.105. 
For purposes of this subpart G, all ref-
erences in part 880, subpart F, of this 
chapter to ‘‘contract administrator’’ 
shall be construed to refer to ‘‘Agen-
cy’’. 

[61 FR 13593, Mar. 27, 1996] 

PART 884—SECTION 8 HOUSING 
ASSISTANCE PAYMENTS PRO-
GRAM, NEW CONSTRUCTION 
SET-ASIDE FOR SECTION 515 
RURAL RENTAL HOUSING 
PROJECTS 

Subpart A—Applicability, Scope and Basic 
Policies 

Sec. 
884.101 Applicability and scope. 
884.102 Definitions. 
884.104 Maximum total annual contract 

commitment and project account (pri-
vate-owner or PHA-owner projects). 

884.105 Maximum total ACC commitment 
and project account (private-owner/PHA 
projects). 

884.106 Housing assistance payments to 
owners. 

884.108 Term of housing assistance pay-
ments contract. 

884.108a Notice upon contract expiration. 
884.109 Rent adjustments. 
884.110 Types of housing and property stand-

ards. 
884.114 Financing. 
884.115 Security and utility deposits. 
884.116 Establishment of income limit 

schedules; 30 percent occupancy by very- 
low income families. 

884.117 Disclosure and verification of Social 
Security and Employer Identification 
Numbers by owners. 

884.118 Responsibilities of the owner. 
884.119 Responsibility for contract adminis-

tration and defaults (private-owner and 
PHA-owner projects). 
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